REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL 
LEGISLATURE AND COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF MAGARENG MUNICPALITY FOR THE YEAR 
ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I was engaged to audit the accompanying financial statements of the Magareng 
Municipality which comprise the balance sheet as at 30 June 2009, the income 
statement, and the cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes as set out on pages XX 
to XX. 

The accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation of these financial 
statements in accordance with the entity-specific basis of accounting and in the 
manner required by the Local Government: Municipal Finance Management Act, 
2003 (Act No. 56 of 2003) (MFMA) and for such internal control as the accounting 
officer determines is necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

The Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 
read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on the 
financial statements based on conducting the audit in accordance with the 
International Standards on Auditing and General Notice 616 of 2008, issued in 
Government Gazette No. 31057 of 15 May 2008. Because of the matters described 
in the Basis for disclaimer of opinion paragraphs, however, I was not able to obtain 
sufficient appropriate audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Revenue 

4. The completeness, accuracy and occurrence of assessment rates income disclosed 
as R2 997 810 (2008: R3712 260) in note 12 to the financial statements could not be 
determined as: 

• the valuation rolls for Ikhutseng and Warrenvale could not be presented; 

• the valuation roll presented was outdated and contained properties that did not 
reflect on the accounting system. The total extent of this error could not be 
determined; 

• some assessment rates were inaccurately levied. The total extent of this error 
could not be determined as a result of the limitations imposed by the missing and 
outdated valuation rolls. 

The municipality’s records did not enable us to perform a rate reconciliation as an 
alternative procedure. 



5. The accuracy, completeness and occurrence of service income disclosed as 
R14 013 152 (2008: Rll 948 224) in annexure D to the financial statements could 
not be determined as: 

• meter reading books for June 2008 could not be submitted; 

• all sewerage and refuse charges were not levied as the municipality did not have 
complete building plans of the municipality indicating all the sewerage points; 

• some consumers were not levied monthly for sewerage, water and electricity due 
to the weaknesses in the internal controls of the municipality; 

• money received in respect of receipts issued amounting to R372 859 was not 
banked. 

6. Accounting policy note 1.3 indicates that income should be recognised as soon as it 
becomes measurable and receivable. Water and electricity usage was incorrectly 
calculated, resulting in services amounting to R510 228 not levied during the year. 
Service income and debtors are therefore understated by the said amount. 

7. Accounting policy note 1.3 indicates that income should be recognised as soon as it 
becomes measurable and receivable. Interest disclosed as R3 151 099 in 
annexure D to the financial statements was incorrectly calculated, resulting in an 
understatement of interest and debtors amounting to R2 077 256. 

8. The completeness and accuracy of other income disclosed as R1 039 717 in 
annexure D to the financial statements could not be determined due to: 

• debit journals affecting other income amounting to R3 303 521 that could not be 
supported by audit evidence; 

• money received in respect of receipts issued amounting to R27 134 that was not 
banked; 

• a difference between the total Other Income as per the general ledger 
(R1 031 352) and the financial statements (R1 039 716). No support or 
explanations could be provided to substantiate these differences identified. 

The municipality’s records did not permit the application of alternative procedures. 

9. The occurrence of grants and subsidies amounting to R1 175 041 included in the 
R15 057 870 (2008: R13 187 685) disclosed in annexure D to the financial 
statements could not be determined as there were non-DoRA grants amounting to 
R1 175 041 that could not be supported by sufficient appropriate audit evidence. 

The municipality’s records did not enable me to perform alternative procedures. 

10. The Frances Baard District Municipality paid for infrastructure projects amounting to 
R2 192 382 on the Magareng Local Municipality’s behalf during the year under 
review. These transactions were not recorded in the general ledger of Magareng. 
Grant income and assets are therefore understated by the said amount. 



Debtors 


11. The existence, completeness and valuation of debtors disclosed as R28 017 388 
(R18 850 251: 2008) in note 8 to the financial statements could not be confirmed as: 

• the completeness, accuracy and occurrence of the revenue levied during the 
year could not be determined; 

• debit journals amounting to R2 463 919, affecting the debtors balance, was not 
supported by sufficient, appropriate audit evidence; 

• credit balances amounting to R886 758 included in the debtors figure could not 
be supported by sufficient, appropriate audit evidence; 

• debtors statements amounting to R1 956 911 did not reflect on the age analysis 
and were subsequently not disclosed in the financial statements. Debtors 
disclosed in the financial statements to the value of R1 778 729 was not 
supported by the age analysis and could subsequently not be supported by 
individual debtor balances. No explanation or supporting evidence could be 
submitted to substantiate these differences. The total extent of the error could not 
be determined as we could not rely on the debtors age analysis; 

• the provision for bad debts of R26 303 687 was insufficient to compensate for the 
debts older than 90 days to the amount of R48 778 757 as disclosed in note 8 to 
the financial statements; 

• There was a difference between the total current debtors as per the general 
ledger (R54 223 217) and the financial statements (R53 342 641). No support or 
explanations could be provided to substantiate these differences identified. 

The municipality’s records did not enable me to perform alternative procedures. 

Fixed assets 

12. The completeness, existence, valuation, and rights of fixed assets disclosed as 
R290 663 (2008: R408 892) in note 5 to the financial statements could not be 
determined as: 

• the municipality did not have an asset register in place during the year under 
review which supported the figure in the financial statements; 

• sufficient, appropriate supporting documentation for additions amounting to 
R5 631 698 was not submitted. The corresponding credit as disclosed in loans 
redeemed and capital receipts in annexure D to the financial statements could 
consequently also not be supported; 

• supporting documentation was not provided for transactions captured in the 
repairs and maintenance account to the value of R650 461. We could 
subsequently not determine if these transactions should have been capitalised. 

The municipality’s records did not enable me to apply alternative procedures. 

13. Fixed assets and Creditors were overstated with R985 546 as VAT was not claimed 
on all assets purchased. 

Expenditure 

14. The occurrence, completeness and classification of electricity expenditure disclosed 
as R4 415 463 in annexure D to the financial statements could not be determined as 
support was not provided for net credit transactions amounting to R554 154. The 
limitation of scope imposed by the missing documentation could be mitigated through 
the application of alternative procedures. 


15. The occurrence and classification of other general expenditure disclosed as 

R8 238 071 (RIO 117 071: 2008) in annexure D to the financial statements could not 
be confirmed as: 

• transactions amounting to R874 461 were not supported by sufficient, 
appropriate audit evidence; 

• There was a difference between the total General Expenditure as per the general 
ledger (R8 327 424) and the financial statements (R8 327 863). No support or 
explanations were provided to substantiate these differences identified; 

The municipality’s records did not permit the application of alternative procedures. 

16. Assets purchased were incorrectly classified as expenditure resulting in an 
overstatement of expenditure (R725 572) and creditors (R99 122) and an 
understatement of fixed assets (R626 450). 

17. The occurrence and classification of repairs and maintenance disclosed as 
R812 832 (R609 000:2008) in annexure D to the financial statements could not be 
confirmed as: 

• sufficient, appropriate audit evidence was not provided for transactions 
amounting to R650 461. The limitation imposed by the lack of supporting 
documentation did not permit the application of alternative procedures. 

• There was a difference between the total Repairs and Maintenance as per the 
general ledger (R810 626) and the financial statements (R812 832). No support 
or explanations were provided to substantiate these differences identified. 

The municipality’s records did not enable me to perform alternative procedures. 

18. The completeness and occurrence of capital charges disclosed as R118 129 in 
annexure D to the financial statements could not be verified as there was a 
difference between the total Expenditure (Capital Charges) as per the general ledger 
(R137 821) and the financial statements (R118 129). No support or explanations 
were provided to substantiate these differences identified. The municipality’s records 
did not enable me to perform alternative procedures. 

Employee cost 

19. The completeness, accuracy and occurrence of the employee costs transactions 
disclosed as R12 141 229 (2008: R15 935 032) in annexure D to the financial 
statements could not be confirmed for the following reasons: 

• The calculation of allowances paid to employees amounting to R727 731 was not 
be confirmed as the municipality did not have a policy to govern this. 

• The municipality did not perform any reconciliations between the payroll system 
and the financial system, I could therefore not get sufficient assurance on the 
completeness and occurrence of all interface transactions. 

• Sufficient, appropriate audit evidence was not provided to support net credit 
journals amounting to R236 597. 

The municipality’s records did not permit the application of alternative procedures. 



Provision for leave 


20. The completeness, valuation and existence of the leave provision disclosed as 

R1 296 765 in note 10 to the financial statements could not be confirmed as: 

• debit transactions amounting to R336 859 was not supported by sufficient, 
appropriate audit evidence. 

• a list of leave balances supporting the amount disclosed could not be provided. 

The municipality’s records did not permit the application of alternative procedures. 

Creditors 

21. The existence, completeness and obligations of creditors disclosed as 

R26 715 500 (2008: R25 397 785) in note 11 to the financial statements could not be 

determined as: 

• net credit journals amounting to R1 635 699 was not supported by sufficient, 
appropriate audit evidence; 

• creditors amounting to R746 310 were not accounted for. The full extent of the 
error could not be determined; 

• the municipality did not account for all creditors as telephone, water or electricity 
at year-end were not accrued for. 

• creditors reconciliations were not performed by the municipality to ensure the 
completeness and existence of creditors; 

• debit amounts totalling R1 127 096, included in the creditors list, could not be 
explained; 

• creditor suspense accounts totalling R4 729 289 was not supported with 
sufficient, appropriate audit evidence; 

• There was a difference between the other creditors as per the general ledger 
(R3 732 945) and the financial statements (R4 729 289). No support or 
explanations were provided to substantiate these differences identified; 

• There was a difference between the trading creditors as per the general ledger 
(R22 292 493) and the financial statements (R21 986 211). No support or 
explanations was provided to substantiate these differences identified; 

The municipality’s records did not allow me to perform alternative procedures. 


Consumer deposits 

22. Consumer deposits of R456 110 (2008: R432 099) were disclosed in note 4 to the 
financial statements. The municipality did not have a consumer deposit register in 
order to keep record of all consumer deposits. The completeness and existence of 
consumer deposits disclosed could subsequently not be confirmed or verified by 
alternative means. 


Bank and cash 

23. The completeness, valuation and existence of the overdrawn bank and cash account 
disclosed as R2 036 873 (2008: R772 676) in the balance sheet could not be verified 
as: 


the bank reconciliation was not mathematically accurate and did not agree with 
the general ledger and bank statements. The listings supporting the reconciling 
items disclosed in the reconciliation was not provided; 


• There was a difference between the total bank overdraft as per the general 
ledger (R2 264 088) and the financial statements (R2 036 873). No support or 
explanations was provided to substantiate these differences identified. 

The municipality’s records did not enable me to perform alternative procedures. 


Funds and reserves 

24. The existence and completeness of funds disclosed as R7 006 197 

(2008: R4 912 455) in the balance sheet to the financial statements could not be 
confirmed as or verified by alternative procedures as: 

• support was not provided for debit transactions amounting to R1 261 347. 

• There was a difference between the Trust Funds as per the general ledger 
(R758 887) and the financial statements (R904 787). No support or explanations 
were provided to substantiate these differences identified. 

25. Accounting policy note 1.3 indicates that expenditure is accrued in the year that it is 
incurred. It was discovered that expenditure transactions amounting to R391 940 
were debited to the accumulated deficit, hence the accumulated deficit is overstated 
and current year general expenditure understated by the said amounts. 

26. The existence and completeness of the accumulated deficit disclosed as R9 351 664 
(2008: R14 912 833) in note 17 to the financial statements could not be confirmed 
as: 


• no support was provided for credit adjustments amounting to R6 895 663 against 
the appropriation account; 

• There was a difference between the opening balance and prior year adjustments 
of the accumulated deficit as per the general ledger (R13 281 436) the financial 
statements (R13 791 368). 

The municipality’s records did not enable me to perform alternative procedures. 


Commitments 

27. The completeness of commitments disclosed as R1 187 371 (2008: R13 228 999) in 
note 25 to the financial statements could not be confirmed as we could not rely on 
the system in place for the detection and complete disclosure of commitments. The 
municipality did not have a complete list of commitments or a contract register in 
place. No other feasible alternative procedures could be performed. 


Fruitless and wasteful expenditure 

28. 1 have identified interest and penalties paid on overdue accounts amounting to 
R45 597 (2008: R77 183). There might be more of these cases that were not 
detected by the accounting system of the municipality. The full extent of the error 
could therefore not be determined. No alternative procedures could be performed to 
identify all the fruitless expenditure in the population. These amounts were not 
disclosed as fruitless and wasteful expenditure. 



Irregular expenditure 

29. 1 have identified irregular expenditure relating to procurement requirements not 
adhered to amounting to R348 923 (2008: R3 792 103). The accounting system of 
the entity did not enable me to perform alternative procedures to obtain assurance 
regarding the completeness of this balance. The full extent of the error could 
therefore not be determined. This expenditure was not disclosed as irregular in the 
financial statements. 

Unauthorised expenditure 

30. The municipality overspent its budget on votes by a total of R9 871 492 

(2008: R7 036 069). These amounts constituted unauthorised expenditure as defined 
in section 1 of the MFMA and should have been disclosed in the financial statements 
in terms of section 125(l)(d) of the MFMA. 


Contingent liabilities 

31. No contingent liabilities were disclosed in the financial statements. The 

completeness thereof could not be verified due to the fact that I was unable to obtain 
all the relevant external confirmations. Owing to the lack of supporting 
documentation for these contingent liabilities, no alternative procedures could be 
performed. 


Going concern 

32. The municipality’s total liabilities exceeded the total assets by R3 250 252 
(2008: R8 956 770) at year-end. Debtors are estimated to be outstanding for an 
average of 640 days. This situation indicates the existence of a material uncertainty 
that may cast doubt on the entity’s ability to continue as a going concern. The 
financial statements do not disclose this fact. 


Cash flow statement 

33. The accuracy and correct disclosure of the cash flow statement could not be 
confirmed as some of the amounts disclosed could not be agreed to the rest of the 
financial statements. The cash flow statement shows external interest paid of 
R35 790, whereas note 16 shows external interest paid of R49 310. 

Disclaimer of opinion 

34. Because of the significance of the matters described in the Basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion. Accordingly, I do not express an 
opinion on the financial statements. 

Emphasis of matters 

I draw attention to the following matters: 


Basis of accounting 


35. The municipality’s policy is to prepare financial statements on an entity-specific basis 
of accounting, as set out in accounting policy notes 1 to 13 to the financial 
statements. 

Other matters 

I draw attention to the following matters that relate to my responsibilities in the audit of 
the financial statements 

Material inconsistencies in other information included in the annual financial 
statements 

36. The following inconsistencies were noted during the review of the financial 
statements: 

• The CFO’s report shows debtors as R 53 342 643 (2008: R40 357 071), whereas 
note 8 to the financial statements indicates R28 017 388 (2008: R18 850 251); 

• Note 13 to the financial statements is not mathematically accurate as it discloses 
the total of councillors’ remuneration to be R624 672, instead of R888 409; 

• The operating expenditure column in annexure A is not mathematically accurate. 
The column discloses a figure of R1 822 829, instead of R2 737 826. 

Unaudited supplementary schedules 

37. The supplementary information set out in annexures A to C and E to F does not form 
part of the financial statements and is presented as additional information. I have not 
audited these schedules and accordingly I do not express an opinion thereon. 

Other information included in the annual report 

38. 1 have not obtained the other information included in the annual report and have not 
been able to identify any material inconsistencies with the financial statements. 

Non-compliance with applicable legislation 
Municipal Finance Management Act 

39. Payments were not always made within 30 days from receipt of invoice as required 
by section 65(2)(e) of the MFMA. 

Governance framework 

40. The governance principles that impact the auditor’s opinion on the financial 
statements are related to the responsibilities and practices exercised by the 
accounting officer and executive management and are reflected in the internal 
control deficiencies and key governance responsibilities addressed below: 


Internal control deficiencies 


41. Section 62(l)(c)(i) of the MFMA states that the accounting officer must ensure that 
the municipality has and maintains effective, efficient and transparent systems of 
financial and risk management and internal control. The table below depicts the root 
causes that gave rise to the deficiencies in the system of internal control, which led 
to the disclaimer of opinion. The root causes are categorised according to the five 
components of an effective system of internal control. The number listed per 
component can be followed with the legend below the table. In some instances 
deficiencies exist in more than one internal control component. 
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Legend 

CE = Control environment 

The organisational structure does not address areas of responsibility and lines of reporting to support effective control over 
financial reporting. 

■ 

Management and staff are not assigned appropriate levels of authority and responsibility to facilitate control over financial 
reporting. 

2 

Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of personnel. 


Integrity and ethical values have not been developed and are not understood to set tbe standard for financial reporting. 

4 

The accounting officer/accounting authority does not exercise oversight responsibility over financial reporting and internal 
control. 

5 

Management’s philosophy and operating style do not promote effective control over financial reporting. 

6 

The entity does not have individuals competent in financial reporting and related matters. 

7 

1 RA = Risk assessment 

1 Management has not specified financial reporting objectives to enable the identification of risks to reliable financial 

UJ 
















reporting. 


The entity does not identify risks to the achievement of financial reporting objectives. 

2 

The entity does not analyse the likelihood and impact of the risks identified. 


The entity does not determine a risk strategy/action plan to manage identified risks. 

4 

The potential for material misstatement due to fraud is not considered. 

5 

1 CA = Control activities 

There is inadequate segregation of duties to prevent fraudulent data and asset misappropriation. 

1 

General information technology controls have not been designed to maintain the integrity of the information system and the 
security of the data. 

2 

Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised, and are 
completely and accurately processed. 

3 

Actions are not taken to address risks to the achievement of financial reporting objectives. 

4 

Control activities are not selected and developed to mitigate risks over financial reporting. 


Policies and procedures related to financial reporting are not established and communicated. 


Realistic targets are not set for financial performance measures, which are in turn not linked to an effective reward system. 


1 1C = Information and communication 

Pertinent information is not identified and captured in a form and time frame to support financial reporting. 

uJ 

Information required to implement internal control is not available to personnel to enable internal control responsibilities. 


Communications do not enable and support the understanding and execution of internal control processes and 
responsibilities by personnel. 

3 

1 M = Monitoring 

Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of internal control 
over financial reporting. 

1 

Neither reviews by internal audit or the audit committee nor self -assessments are evident. 


Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective action to be 
taken. 

3 


Key governance responsibilities 

42. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is 
the implementation of key governance responsibilities, which I have assessed as 
follows: 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easily available and provic 
timely manner 

led in a 

1. 

No significant difficulties were experienced during the audit concerning delays or the 
availability of requested information. 


X 

Quality of financial statements and related management information 

2. 

The financial statements were not subject to any material amendments resulting from 
the audit. 

X 


3. 

The annual report was submitted for consideration prior to the tabling of the auditor’s 
report. 


X 

Timeliness of financial statements and management information 

4. 

The annual financial statements were submitted for auditing as per the legislated 
deadlines in section 126 of the MFMA. 


X 

Availability of key officials during audit 

5. 

Key officials were available throughout the audit process. 


X 

Development and compliance with risk management, effective internal control and 
governance practices 

6. 

Audit committee 


























No. 

Matter 

Y 

N 


• The Magareng Municipality had an audit committee in operation throughout the 
financial year. 


X 

• The audit committee operates in accordance with approved, written terms of 
reference. 


X 

• The audit committee substantially fulfilled Its responsibilities for the year, as set out 
in section 166(2) of the MFMA. 


X 

7. 

Internal audit 




• The Magareng Municipality had an internal audit function in operation throughout 
the financial year. 


X 

• The Internal audit function operates in terms of an approved internal audit plan. 


X 

• The Internal audit function substantially fulfilled its responsibilities for the year, as 
set out in section 165(2) of the MFMA. 


X 

8. 

There are no significant deficiencies in the design and implementation of internal 
control in respect of financial and risk management. 


X 

9. 

There are no significant deficiencies in the design and implementation of internal 
control In respect of compliance with applicable laws and regulations. 


X 

10. 

The information systems were appropriate to facilitate the preparation of the financial 
statements. 


X 

11. 

A risk assessment was conducted on a regular basis and a risk management strategy, 
which includes a fraud prevention plan. Is documented and used as set out In section 
62(l)(c)(i) of the MFMA. 

X 


12. 

Delegations of responsibility are In place, as set out In section 79 of the MFMA. 


X 

Follow-up of audit findings 

13. 

The prior year audit findings have been substantially addressed. 


X 

14. 

SCOPA resolutions have been substantially Implemented. 

N/A 


Issues relating to the reporting of performance information 

15. 

The Information systems were appropriate to facilitate the preparation of a performance 
report that is accurate and complete. 


X 

16. 

Adequate control processes and procedures are designed and implemented to ensure 
the accuracy and completeness of reported performance Information. 


X 

17. 

A strategic plan was prepared and approved for the financial year under review for 
purposes of monitoring the performance in relation to the budget and delivery by the 
municipality against its mandate, predetermined objectives, outputs, indicators and 
targets as set out in section 68 of the MFMA. 

X 


18. 

There is a functioning performance management system and performance bonuses 
are only paid after proper assessment and approval by those charged with 
governance. 


X 


43. Deficiencies in records management led to significant difficulties during the audit 
concerning delays or the availability of requested information. The accounting officer 
is responsible to keep proper records of the financial affairs of the municipality. 
Leadership should monitor transactions and events on an ongoing basis to ensure 
proper recognition and disclosure in the financial statements and that adequate 
supporting documentation exist and are properly filed. 






44. The financial statements compiled were not supported by proper and complete 
sufficient appropriate supporting documentation to facilitate the audit process. The 
submitted financial statements were also not reviewed against the IMFO guidelines 
to ensure compliance with the disclosure requirements. The accounting officer 
should ensure that a proper review is performed on the financial statements and that 
supporting documentation exists to support the financial statements. 

45. An annual report was not prepared for the year under review. The accounting officer 
should ensure that an annual report is prepared in accordance with the MFMA. 

46. Key officials were not available throughout the audit due to training and other 
responsibilities. Management should ensure that all staff are available during the 
audit and therefore need to plan their meetings and training accordingly. 

47. The municipality did not have any audit committee or internal audit functions 
performed during the year. Management should liaise with their district municipality 
to assist with these functions as shared functions are allowed by the MFMA. Internal 
audit and audit committee functions are imperative to ensure the proper 
implementation and monitoring of internal control. 

48. Inadequate accounting and internal control policies existed at the municipality 
resulting in various cases of non-compliance to legislation and accounting guidelines. 

49. Management should develop and implement an adequate fraud prevention plan. This 
needs to be communicated to all staff within the municipality to ensure adherence 
thereof. 

50. The implementation of audit recommendations requires improved monitoring and 
supervision by management. 

51. There is no performance information system in place at the municipality. The IDP is 
also inadequate as it does not have key performance indicators. The IDP and budget 
furthermore are not aligned. Detailed standard operating procedures setting out the 
roles and responsibilities of all levels of staff involved in the collection and collation of 
performance information, from source document to reporting, has not been prepared 
and communicated throughout the entire municipality. This is indicative of a situation 
where adequate control processes and procedures were not designed and 
implemented to ensure the accuracy and completeness of reported performance 
information and adequate mechanisms were not established to monitor and review 
the performance management system. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

Report on performance information 

52. 1 was engaged to review the performance information. 

The accounting officer’s responsibility for the performance information 

53. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the 
municipality in terms of section 46 of the Local Government: Municipal Systems Act, 
2000 (Act No. 32 of 2000) (MSA). 



The Auditor-General’s responsibility 


54. 1 conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 
2008 and section 45 of the MSA. 

55. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

56. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the findings reported below. 

Findings on performance information 

Non-compliance with regulatory requirements 

No reporting of performance information 

57. The annual report of Magareng Municipality did not include the annual performance 
report of the municipality prepared by the municipality in terms of section 46 of the 
Municipal Systems Act, as required by section 121(3)(c) of the MFMA and as a result 
we could not verify the reliability and consistency of performance information. 


Content of integrated development plan 

58. The integrated development plan of Magareng Municipality did not include the key 
performance indicators and performance targets determined in terms of its 
performance management system as required by section 26(i) and 41 (l)(b) of the 
MSA, and regulation 12 of the Municipal Planning and Performance Management 
Regulation, 2001. 

Existence and functioning of a performance audit committee 

59. The Magareng Municipality did not appoint and budget for a performance audit 
committee nor was another committee utilised as performance management 
committees as required by regulation 14(2) of the Municipal Planning and 
Performance Management Regulations, 2001. 

Internal auditing on performance measurements 

60. The Magareng Municipality did not develop and maintain mechanisms, systems and 
processes for auditing the results of performance measurement as part of it internal 
audit processes, as required in terms of section 45 of the MSA. 



Lack of adoption of the performance management systems 


61. The Magareng Municipality did not adopt and implement a framework that describes 
and represents how the municipality’s cycle and processes of performance 
planning, monitoring, measurement, review, reporting and improvement will be 
conducted, organised and managed, including determining the roles of the different 
role players as required in terms of regulations 7 and 8 of the Municipal Planning 
and Performance Management Regulations, 2001. 

APPRECIATION 

62. The assistance rendered by the staff of the Magareng Municipality during the audit is 
sincerely appreciated. 


Kimberley 
30 November 2009 
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